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Cook: Why an Ancient Calendar in the Jet Age

The simple calendar, based as it is on superstition
and personal vanity, can cause all kinds of business
problems with
months of varying lengths. Here
are some suggestions for calendar reforms —

WHY AN ANCIENT CALENDAR
IN THE JET AGE?
by Doris Cook
University of Arkansas

calendar has quarters and months
present calendar causes
that end on any day of the week,
many problems in many facets
of life—from remembering a wed quarters of unequal length, months
with varying number of working
ding anniversary that falls on a dif
days, and holidays that vary from
ferent day of the week each year
year to year.
to analyzing overhead variances in
The antecedent of the present
managerial accounting. Christmas
calendar was one designed by Ju
may be on Friday one year and
lius Caesar about 2,000 years ago.
Saturday the next year; school
In his calendar the length of the
terms begin on a different date
year was established as 365¼ days,
each year; and the new year may
divided into 12 months with each
start on any day of the week. The
uneven-numbered month having 31
days and each even month having
The author wishes to express her appre
30 days, except February, which
ciation to Professors G. H.
had 29 days. February was made
G. A. Welsch, both of the University of
the short month because it was the
Texas, for their critical comments
an
earlier draft of this article.
month dedicated to the dead and
he

T

September-October,
Published
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was therefore unpopular.1 Every
fourth year was designated
leap
year to compensate for the extra
one-fourth day, and in those years
February had 30 days like the other
even-numbered months. The Ro
man Senate, desiring to honor Ju
lius for the new calendar, named
the seventh month, which was con
sidered lucky, for him—July.
When Julius was assassinated
the following year, his ambitious
nephew, Augustus, who succeeded
him, persuaded the Roman Senate
1 Elisabeth Achelis, The World Calendar,
G. P. Putnam’s Sons, New York, 1937,
p. 78.
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to name a month for him too—
examples cited in Mr. Mitchell’s
August—and to increase it to 31
report:
days by taking another day from
1. The Lockheed Aircraft Com
February.2 Then to avoid three
pany paid all its employees — from
successive months with 31 days,
the chairman of the board to
they took one day each from Sep
sweepers in the factories — on a
tember and November and gave
weekly basis because this simpli
them to October and December.
fied the payroll operation. How
This change left the calendar with
ever, it reported corporation earn
the present awkward arrangement
ings and taxes on a flat calendar
months with 28, 29, 30, and
year. The company estimated that
31 days.
it cost about $100,000 each year
to make the computations and ad
justments necessary in its records
Hampers management reporting
to compensate.
2. California Packing Corpora
This variation in the number of
tion, of San Francisco, canners of
days creates numerous problems in
Del Monte fruits and vegetables,
business. For the accountant it
estimated that at least one or two
causes serious problems in provid
clerks could be eliminated from
ing meaningful reports for mana
accounting operation under a sta
gerial planning and control. Com
bilized calendar because of simpli
parison of accounting data between
fied accruals and scheduling.
successive months or quarters
3. The Finishes Division of In
between similar periods in differ
terchemical Corporation at Cincin
ent years is difficult because of the
nati paid hourly employees weekly
varying number of calendar days
but made adjustments quarterly for
and work days and the irregular
It’s been estimated
the broken weeks in order to pro
occurrences of holidays.
that an orderly calendar
duce a quarterly operating state
For example, in 1966 there were
ment.
The time required to make
23
working
days
in
March
com
could eliminate several
the adjustments in costs and earn
pared with 20 in February, a dif
ings data caused by the irregulari
ference of 15 per cent. In April,
hundred million dollars
ties of the present calendar
1966, there were 21 working days
of waste each year.
amounted
about eight clerk-days
compared with 22 in April, 1965,
per year.
a decrease of 4.5 per cent. During
4. The report from the J. L.
the first quarter of 1965 there were
Hudson Company, Detroit depart
63 working days, whereas in the
ment store, raised the following
last quarter of 1965 there were 65,
question: “So what do the sales
a difference of 3 per cent.
figures really mean, when we try
In a survey made in 1950 of the
appraise our performance? What
members of the Controllers Insti
we would like to know, and can’t
tute, 86 per cent of the respondents
determine clearly, is the degree of
indicated that the present calendar
difference caused by public buying
created many unnecessary difficul
power and attitudes and the pro
ties.3 From a study made in 1955,
portion caused by the calendar.”
Walter Mitchell, Jr. (a former man
5. The Frederick and Nelson
aging director of Controllers Insti
tute), concluded that an orderly
calendar could eliminate several
hundred million dollars worth of
DORIS
MARIE
COOK,
waste per annum.4 Here are some
CPA, is associate profes
sor of accounting at the
University of Arkansas.
She has been on leave

2 Ibid., p. 79.
3 Thomas M. McDade, The Controller’s
Interest in the World Calendar,” The
Controller, August, 1955, p. 378.
4 Walter Mitchell,
“Profits From a
Better Calendar,” Journal of Calendar
Reform, March. 1955, p. 14.
36

https://egrove.olemiss.edu/mgmtservices/vol3/iss5/5


working toward
her Ph.D. degree at the

while

University

of Texas.

In

the past Miss Cook served

as junior accountant for
Haskins & Sells in Tulsa, Oklahoma. She
a member of the American Accounting Asso
ciation and the Arkansas Society of CPAs.

Management Services

2

xed

Cook: Why an Ancient Calendar in the Jet Age
TWO WAYS OF REPORTING OVERHEAD VARIANCE

Incurred
Fixed Overhead

Applied
Fixed Overhead

100
(Actual)

70
(70 std. hrs.
@ $1)

Method A:

Volume Variance

= (Standard Direct —
Labor Hours Allowed

Direct Labor Hours)
in Normal Month

X

Standard
Overhead Rate
per Direct
Labor Hour

X

Standard Fixed
Overhead Rate
per Direct
Labor Hour

= (70 -100) X $1

— —$30 (underapplied)
Method B:

Effectiveness
Variance

= (Standard Direct — Actual Direct Labor)
Labor Hours Allowed
Hours Used

= (70 - 75) X $1
= —$5 (underapplied)

Idle Capacity
Variance

= (Actual Direct Labor — Direct Labor Hours) X Standard
Hours Used
Normal Month
Overhead Rate
per Direct
Labor Hour
= (75 - 100) X $1

= —$25 (underapplied)

EXHIBIT I

Department Store in Seattle re
ported that the present calendar
created difficulties in scheduling
payments of accounts so as to take
advantage of discount dates, an im
portant factor in the net income
of

department stores.
6. Pabco Products Inc., San
Francisco, makers of hard surface
floor covering and paint, mentioned
that whenever executives gathered
to plan for the future, they ex
amined past records of sales, and
almost invariably someone said,
“But remember that month had
only four Saturdays last year and it
will have five this year.” A con
siderable amount of high-priced ex
ecutive time was consumed in dis
cussion of such factors.
7. Montana Power Company of
Butte, Montana, suggested that its
estimates of future revenues, ex
penses, and earnings would become
more accurate if each accounting

period always contained the same
combination of working days,
weekends, and holidays.
8. The Lincoln Electric Com
pany in Cleveland, Ohio, scheduled
production in detail at least 90 days
in advance, with six persons in
volved in the work on a full-time
basis. They estimated that sched
uling work would be at least 2 or
3 per cent less costly under a sta
bilized calendar.

Overhead analysis
One aspect of accounting that is
directly affected by the difference
in the number of working days in
each month is the analysis of over
head variances in managerial ac
counting. There is no problem in
the analysis of variable overhead
since both the amount of variable
overhead incurred and the amount
applied to production vary directly

September-October, 1966
Published
by eGrove, 1966

 

with output, which in turn is re
lated to the number of days worked.
The calendar difficulty arises in
analyzing fixed overhead items,
such
depreciation, taxes, insur
ance, and salaries.
Fixed expenses generally are re
corded on a monthly basis, which
represents one-twelfth of the total
fixed cost for the year. To illus
trate, if depreciation for the year
is calculated $1,200 on a straightline basis, then $100 is recorded
each month; if insurance for the
year is $240, $20 is recorded each
month; if the factory supervisor’s
salary is $500 per month, this is
the amount recorded as expense in
January, February, and each of the
other months. In each instance
there is no reflection of the dif
ferent number of working days in
the various months.
However, if a predetermined
fixed overhead rate is used, the
37
3
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EXHIBIT 2
rate for applying fixed overhead to
production is derived by dividing
the total budgeted fixed cost for
A THIRD WAY OF REPORTING OVERHEAD VARIANCE
the year by total budgeted direct
labor hours for the year. There
Method C:
fore,
the amount of fixed overhead
= (Standard Direct — Actual Direct Labor) X Standard Fixed
Effectiveness
applied will vary directly with the
Overhead Rate
Labor Hours Allowed
Hours Used
Variance
per Direct
number of hours worked (stan
Labor Hour
dard) and hence with the number
= (70 - 75) X $1
of
working days. The significance
= —$5 (underapplied)
of this traditional approach is that
= (Actual Direct Labor — Direct Labor Hours) X Standard Fixed
the actual fixed overhead incurred
Idle Capacity
Overhead Rate
in Actual Month
Hours Used
Variance
will tend to be a constant amount
per Direct
each month, whereas the fixed over
Labor Hour
= (75 - 90) X $1
head applied to production will
= —$15 (underapplied)
vary directly with the number of
days worked, resulting in an over
= (Direct Labor Hours — Direct Labor Hours) X Standard Fixed
Calendar
head
variance (under- or overap
Overhead Rate
in Normal Month
in Actual Month
Variance
plied)
which must be analyzed and
per Direct
Labor Hour
accounted for. This variance, ap
= (90 - 100) X $1
propriately identified
a calendar
= —$10 (underapplied)
variation, usually is reported in the
total volume variance or idle capa
city variance.
The following example indicates
the usual calculations. Assume fixed
overhead budgeted at $1,200 for
EXHIBIT 3
the year, or $100 per month. Nor
mal volume was estimated at 1,200
Graph of Volume Variance
direct labor hours for the year, or
Standard Hours
100 hours per month. Therefore,
Allowed
the resultant fixed overhead rate
is $1 per direct labor hour. In the
current month, assume that produc
tive output should have required
70 standard direct labor hours, but
that, because of various inefficien
cies, 75 actual hours were used.
Now assume further that actual
fixed overhead was exactly $100;
thus there was no budget or spend
ing variance. Fixed overhead ap
plied under a full standard cost sys
tem was $70 (70 standard direct
labor hours @ $1), resulting in
underapplied fixed overhead of $30.
One commonly illustrated meth
od of analysis designates this
amount as volume variance, as a
result of the 30 standard hours
unused capacity at a fixed cost of
$1 per hour.5 Some accountants
recommend reporting this variance
in two parts, an effectiveness vari
ation ($5), resulting from having

5 Charles T. Horngren, Cost Accounting
—A Managerial
Prentice-Hall,
Inc., Englewood Cliffs, N.J., 1962, p. 268.
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EXHIBIT 4

CALCULATING VOLUME VARIANCE FOR A LONG MONTH
Method C:

Effectiveness
Variance

= (Standard Direct — Actual Direct Labor) X Standard Fixed
Overhead Rate
Labor Hours Allowed
Hours Used
per Direct
Labor Hour
= (70 - 75) X $1

=

Idle Capacity
Variance

$5

= (Actual Direct Labor
Hours Used

Direct Labor Hours) X Standard Fixed
Overhead Rate
in Actual Month
per Direct
Labor Hour

= (75 - 105) X $1
=

Calendar
Variance

$30

= (Direct Labor Hours — Direct Labor Hours) X Standard
Overhead Rate
in Actual Month
in Normal Month
per Direct
Labor Hour
= (105 - 100) X $1
= +$5

44 What do the sales figures

really mean when we try
to appraise our

performance? What we
used five hours more than standard
productive hours, and an idle
capacity variance ($25), resulting
from 25 hours of idle capacity.6
These two methods, identified as
Method A and Method B, respec
tively, are illustrated in Exhibit 1
on page 37.

Calendar variance
Now assume that the month
under consideration was February,
a short month, and that the actual
number of working hours in the
month was 90 rather than the “nor
mal” 100 working hours. The above
calculations do not sufficiently re
port the facts. They give the im
pression that the management was
somehow not very efficient in utili
zation of plant capacity. The cal
culation of a third variance — the
calendar variance7 — would tend to

6 Ching-wen Kwang and Albert Slavin,
The Simple Mathematics of Variance
Analysis,” The Accounting Review, July,
1962, p. 427.
7 Developed by G. Charter
See
Standard Costs, The Ronald Press
ny, New York, 1930,
losspp. 52-56. 

September-October,
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clarify the situation. This is shown
in Exhibit 2 on page 38.
The significance of the calendar
variance in this case is that it indi
cates the portion of the volume
variance that was the direct result
of having fewer than normal work
ing days in February, which is a
noncontrollable factor. The report
ing of calendar variance prevents
overstatement of the
from idle
capacity, which carries a strong im
plication of poor management.

would like to know, and
can’t determine clearly,

is the degree of
difference caused by
public buying power and

attitudes and the proportion
caused by the calendar."

Volume variance
The graph presented in Exhibit
3 on page 38 illustrates this break
down of the volume variance. Di
rect labor hours are on the hori
zontal axis and fixed overhead costs
are on the vertical axis. Total in
curred fixed costs, as shown by the
horizontal line AB in the example,
are $100 for any volume (within
the relevant range and assuming no
budget or spending variance). The
diagonal line AC separates the total
fixed costs into the applied portion
(triangle ABC) and the unapplied
portion (triangle ACD). For ex
ample, at zero volume, the entire
39 5
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The calendar variance in fixed overhead analysis is . . .

$100 of fixed costs is unapplied,
whereas at a volume of 100 direct
labor hours, the entire $100 is ap
plied to production.
Assuming standard direct labor
hours to be 70, as in the previous
illustration, the effectiveness, idle
capacity, and calendar variations
can be read from the graph. Any
other level of standard hours al
lowed could be designated on the
graph and the corresponding vari
ances determined in a similar man
ner.
The calendar variance is also use
ful in fixed overhead analysis for
those months that exceed the “nor
mal” in number of working days.
Suppose the month under consider
ation is March, with 105 actual
working hours instead of the nor
mal 100. Continuing the illustra
tion, the calculations for the three
parts of the volume variance are
shown in Exhibit 4 on page 39.

In this case, had the calendar
variation not been considered, the
idle capacity variance would have
been calculated as $25 underap
plied (75 hours-100 hours @ $1),
which is an obvious understatement
of the
from idle capacity.

Business calendar modifications
The calendar variance in fixed
overhead analysis is only one of
many problems in accounting cre
ated by the calendar. The present
calendar makes the preparation of
meaningful interim monthly or
quarterly reports exceedingly diffi
cult. Two basic reasons for this dif
ficulty are these: (1) Comparison
of accounting data for months and
quarters is distorted because of the
varying calendar days, work days,
and holidays; and (2) the use
calendar months and quarters that
do not consist of full weeks makes

EXHIBIT 5

necessary the accrual of payrolls
and other expenses, causing added
clerical work and perhaps delayed
reports.
Many businesses modify the cal
ender in order to ameliorate some
calendar problems.8 One modifica
tion involves dividing the year into
thirteen periods of four weeks each
for accounting and certain other
business purposes. Under this ap
proach, statements comparing data
for successive periods are distorted
primarily by time lost because of
holidays, since each four-week pe
riod has the same number of week
ends.

Varying periods in quarter
Another commonly used method
of modifying the calendar for busi
ness purposes is the four-four-five
quarter. Under this approach, the
first period in each quarter is four
weeks in length, the second four
weeks, and the third
weeks.
The relevance of quarterly com
parisons of data is enhanced by
this method. Each quarterly period
is composed of the same number of
calendar days and possible working
days, and the only variation be
tween quarters arises from holidays.
On the other hand, monthly com
parisons are not relevant because
four of the months are five weeks in
length.

Problems in adjustment
However, when the accountant
adjusts the present calendar to
make it more suitable for account
ing purposes, many problems arise
as a by-product of the changes. The
two methods mentioned recognize
364 days in the year instead of the
365 (or 366 in leap year) recog-

LOOK

Reprinted
permission of the editors of LOOK,
copyright Cowles Communications, Inc., 1964.
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8 National Association of Accountants,
Modifying the Calendar to Meet Busi
ness Needs, Accounting Practice Report
No. 3, National Association of Account
ants, New York, 1956, p. 4.
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. . . only one of the problems in accounting created by the calendar.

nized in the standard calendar. To
compensate for this discrepancy,
the extra time may be absorbed at
the end of the year, or the extra
days may be allowed to accumulate
and become the 53rd week every
sixth year.
The flow of information to and
from companies and customers out
side the firm may also create sig
nificant problems in reconciling dif
ferences that arise when various
organizations use different calen
dars. For example, when accounts
receivable are billed monthly, the
date on which customers’ state
ments are issued will not coincide
with the close of the accounting
period of one or the other or per
haps either party. Despite the ad
ditional trouble involved, some
banks and vendors may be induced
to cooperate in changing their
statement dates to coincide with
the cut-off dates in the accounting

period. Comparability with pub
lished industry figures may be
sacrificed by use of a calendar
which is different from that of
other companies. Some of these
problems can be solved with ad
justments, but none of these calen
dar modifications has been com
pletely satisfactory.
Proposed calendar revisions

Calendar reform has been pro
posed many times, but each pro
posal has had certain disadvantages
that prevented it from being gen
erally acceptable. There was a
strong movement to adopt the
World Calendar in the 1950’s. This
suggested revision of the calendar
would rearrange the length of the
12 months to make them regular,
making the year divisible into equal
halves and equal quarters in a
“perpetual” calendar. The proposed

World Calendar is shown in Ex
hibit 5 on page 40. Its main fea
tures are as follows:9
Every year is the same.
The quarters are equal: Each
quarter has exactly 91 days, 13
weeks, or 3 months; the four quar
ters are identical in form.
The first month in each quarter
has 31 days and the other two, 30
days each.
Each month has 26 weekdays,
plus Sundays.
Each year begins on Sunday,
January 1; each working year be
gins on Monday, January 2.
Each quarter begins on Sunday
and ends on Saturday.
The 365th day of the year, called
Year-End Day, is a holiday follow
ing December 30 every year.
The 366th day in leap years,
called Leap-Year Day, is another
9 Elisabeth Achelis, op. cit., p. 12.

EXHIBIT 6



Reprinted
permission of G. P. Putnam’s Sons;
From THE WORLD CALENDAR
Elisabeth Achelis;
Copyright 1943 by Elisabeth
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holiday placed at the end of June.
would be a holiday called EarthAlthough the World Calendar
Orbit-Day, so named because it is
would be an improvement over the
necessary to complete our orbit
present calendar, it still has certain
around the sun. Every four years,
limitations. It enhances the prepa
another holiday, Fourth-Year-Day,
ration of quarterly reports, but it
would fall in the middle of the
does not eliminate the problems
year following Solarius 14.
involved in the preparation of
With each month exactly equal
monthly reports since the months
the preparation and analysis of in
begin on different days of the week
terim monthly accounting reports
and they do not contain the same
would be simplified. Quarters also
number of work days, Saturdays, or
would be made equal; each quarter
Sundays.
would have 13 weeks, ending on
April 7, Solarius 14, September 21,
and December 28, respectively.11
The Universal Calendar
No businessman can fail to see the
advantage of fixed weekly, monthly,
The most recent proposal for
and quarterly periods for analysis
calendar revision is that made by
and planning. All periods for earn
Walter F. Rothe with his Uni
ing and spending would be either
versal Calendar made up of 13
equal to, or exact multiples
constant months like the one
each other.
shown in Exhibit 6 on page 41.10
Christmas Day would always be
After a decade of study, Mr. Rothe
The Universal calendar,
on
Thursday. Mr. Rothe suggests
was led inexorably to a calendar of
that
industry and business might
13 months, which makes consider
based on 13 months, would
find
it
advantageous to close also
ably more sense than our present
on
Friday,
thus giving employees
solve most of the
12 months. Consider that, with this
a
six-day
vacation
at the end of
calendar, each day of the year
problems created by the
the
year
(December
25, 26, 27, 28,
would recur each year on the same
Earth-Orbit-Day,
and
January 1).
weekday. Everything from moon
present calendar. Any
The
vacation
could
be
extended to
launchings to schedules for schools
a
whole
week
by
closing
on De
given day would fall on
and universities would be im
cember
24.
mensely simplified. We could all
the same dates each
Another suggestion made by Mr.
forget the rhyme about “Thirty
Rothe
is the adoption of a fixed
days hath September. . . ” (which
month; paydays would recur
date
for
Easter—Sunday, April 14.
we can’t remember most of the
Although
most calendar reform pro
on the same monthly dates.
time, anyway).
posals
have
encountered opposition
The Universal Calendar would
from
religious
groups, Mr. Rothe
solve most of the problems created
obtained
almost
unanimous support
by the present calendar. Each
for
the
Universal
Calendar from
month would start on a Monday
the
Vatican
’
s
Ecumenical
Council
and end 28 days later on Sunday,
(2,058
to
9).
the end of a weekend. Any given
The optimum time for switching
day, Tuesday, for example, would
over
to the Universal Calendar
fall on the same four dates each
would
be on January 1,1968, which
month: the 2nd, 9th, 16th, and
will fall on a Monday. The adop
23rd. No month would stop in the
tion of this new calendar might re
middle of a week; there would be
quire some short-lived adjustments,
no broken seven-day cycles. Pay
but the result would be a happier
days would recur on the same
and more productive world. In the
monthly dates.
age of space crafts and moon rock
Rothe has called the extra month
ets
why use a calendar designed
“Solarius” after the sun and has
for
Roman
chariots?
placed it between June and July
as the seventh month. The 365th
day, which follows December 28,
10 “A Way Out of the Calendar Mess,
Look, December 1, 1964, p. 39.
42

https://egrove.olemiss.edu/mgmtservices/vol3/iss5/5

11 Walter F. Rothé, Is the Calendar One
of Mans Most Important Documents?
Universal Calendar Society, Inc., Wash
ington, D.C., 1965, p. 16.
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